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India’s Budget Estimates 


The Indian Minister of Finance presented the interin 
budget estimates for 1957-58 to the Lower House of 
Parliament on March 19. The budget estimates for the 
next financial year. which begins on April 1. indicate an 


over-all deficit of Rs 3.65 billion (USS767 million). 
which is lo he covered by the sale of treasu! Dilis The 
estimated deficit on revenue account is Rs 269 million 


resented a yea! 


The budget estimates for 1956-57 


aco. envisaged an 


ver-all deficit of 3.55 billion. and 
t on revenue account « ‘ f million The 
estimates for 9, no place tl over-a 
deficit at Rs 2.16 billion (USS451 
surplus on revenue a 
mainly to re eipts [rom supplen 
nounced in November 1956. 
Expenditure on revenue account 
estimated at Rs 6.63 billion. or Rs 50) 


Nearly 1 Hi) 
respect ot defense 


than the revised figure for 1956-57. 


million of this increase is it mainly 


for the procurement of essential equipment 

Army and the Air Force. n the other 
receipts at the current 

Rs 6.36 billion in 1957-58 

Rs 5.71 billion for 1956-57 
ferred to the present upward trend o 

that some part of the 1957-58 defi 

met by an increase in public revenues. It is expected that 
the Minister will make certain proposals for additional 


budget 


l 


taxation when the new Parliament considers the 
in May. 
Che budget estimates a 


Rs 4.06 billion: this total 


' 


' : 
low r tot 


al capital receipts of 


ymprises market loans of 


Use of Gold in 1956 


Samuel Montagu and Companys annual b 
estimates that in 1956 more than LO mil 


yO 7 


the world’s r¢ ld production ot L0 mill 


into hoards and another 3 million ounces were absorbed 
by the arts and industry. Some 4 million ces were 
hoarded in Europe. mainly on French account, and the 
Middle Eastern private hoards absorbec 
Macao, which imported 2 


the main distribution center for the Far East. Central 


) 


million 


ounces, 


banks were active in the London gold market in 19560, 
accounting for about one third of the total turnover 
The Times, February 27. 1957. and The Econ 
mist, March 16, 1957, London, England. 


Sources: 


Rs 1.00 billion. small savings of Rs 0.80 billion. foreign 
assistance of Rs 1.35 billion. and receipts from miscel 
laneous debt and remittance transactions of Rs 1.51 bil- 
billion 


e.. capital outlay, including loans and advances to the 


lion. As the Government will require Rs 8.31 


state governments and others. Rs 7.72 billion: revenue 
deficit, Rs 0.27 billion: and debt redemption, Rs 0 
billion), there is an estimated over-all deficit of Rs 
billion 


Total expenditure under the Second Five Year Plan 


is estimated to amount to about Rs 9.15 billion in 1957-58: 
by the Central Government (including assistance 


the state is estimated at about Rs 7.75 


rovernments } 
billion and outlay by the state governments at about 
Rs 1.140 billion 

The Indian 
presenting the interim railway budget for the financia 


April 1. 


Rs 214 million (US$15 million). 


Minister for Railways and Transport. in 
year beginning 1957. estimated a net surplus rf 
compared with the re- 


of a net surplus of Rs 270 million ($57 


The Minister stated that the budge 


ised estimate 
in 1956-57 

saged in 1957-58 had been estimated on the 

current level of fares and freights. and was 

itive and subject to revision on the basis 

report of the Railway Inquiry Com- 


net railway revenues are expected to in- 


Rs 6 million over 1956-57. but the interim 
» ] 
et provides for an increase of Rs 61 million in the 


dividend credited to general revenues 


source The Times of India Bombay. India. March 20, 
1957. 


World Tanker Position 
In 1939 the tonnage of the world’s tanker fleet was 16.6 
million, and it formed 17 per cent of the world’s total 
nerchant fleet. Today the tanker fleet comprises nearly 
600 vessels with a combined carrying capacity of about 
15 million tons, which is nearly 30 per cent of the world’s 
total merchant tonnage. Carrying capacity has also beer 
reased by greater speed and improved efliciency. an 
tanker probably has nearly 50 per cent 
a prewal vessel of the same size 
f 1956, 219 tankers. with agegreg: tonnag 

million. were under construction and orders 

hand were estimated at 20-25 million tons. In view of 


the cost of the expansion of port facilities that would be 
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necessary to meet the requirements of large “super- 
tankers,” the opinion is reported to be gaining ground 


that tankers should not exceed 60.000 tons. 


Svenska Handelsbanken. /ndex. 


Sweden. January 1957. 


Soure eC. 


Stockholm, 


Europe 
EPU Settlements for January and February 1957 


The settlement operations of the European Payments 
Union for January 1957 covered a total of net surpluses 
or deficits of 168.6 million units of account (1 unit of 
US$1) and those for February a total of 159.9 
1956 the total had been 
125.5 million units. The net surpluses or deficits of the 


account 


million units. In December 


EPU member countries for December 1956 and January 
and February 1957 are shown in the accompanying table. 
Creditor countries are presented in descending order, and 
debtor countries in ascending order, of their respective 
cumulative ( reditor or debtor positions vis-a-vis the EPU 


as of the end of February. 


Net Surpluses (+) or Deficits (—) in EPU 


(Jn millions of units of account) 


Dec. Jan. Feb. 
1956 1957 1957 
Creditor Countries 
Germany, Fed. Rep. +94.6 4122.9 4135.6 
3elgium-Luxembourg —1.6 —5.4 —4.4 
Netherlands —0.1 —4,1 —5.6 
Switzerland —16.9 —21.8 —22.1 
Sweden +11.6 +6.2 +1.0 
Austria —1.6 -1.3 —0.7 
Greece +10.1 + 12.2 9.0 
Debtor Countries 
Portugal 4+ 3.8 —2.6 —3.2 
Iceland —0.5 —0.2 —0.4 
Turkey —1.1 —6.0 —5.9 
Norway +5.3 +1.3 +1.2 
Denmark —8.2 —6.1 —3.4 
Italy —33.5 —50.7 —17.0 
France —39.0 —70.5 —88.0 
United Kingdom 22.0 + 26.1 +22.1 


The German surplus in EPU continues to be the larg- 
est: in February it surpassed its previous record of 133.5 
million units reached in November 1956. The United 
Kingdom achieved the second largest surplus, followed 
by Sweden and Norway. The January surplus of the 


All other 


countries showed deficits in February; the French deficit. 


United Kingdom was its first since June 1956. 


although slightly lower than the record figure for Novem- 
ber 1956, was again the largest. 

Ziircher 
March 19, 1957. 


Source: Neue Zeitung, Zurich, Switzerland. 


West European Coal Production 


Coal production in 1956 in the countries which are 


members of the European Community for Coal and Steel 


amounted to 216.4 million tons, only 1 per cent more 
than in 1955. Output in West Germany increased by 2.8 
per cent. but there were decreases in France, Belgium, 
the Saar, the Netherlands, and Italy. Output suffered 
from the loss of manpower in the Belgian mines follow- 
ing the flood disasters and from the call-up of French 
miners for service in North Africa. In Germany and 
Belgium. wage increases and special bonuses were ap- 
plied to help attract labor. By the end of December 1956 
coal stocks at pithead had fallen to 5.9 million tons from 
7.5 million a year earlier. Imports of coal rose to 38 
million tons, of which 31 million came from the United 
States. Imports from the United States are expected to 
rise further in 1957, to 37 million tons. 
Source: Bulletin from the European Community for 
Coal and Steel. Washington. D.C.., 
March 1957. 


February- 


French Government Loan 


On March 11. 1957 the French Government made an 
issue of 10-year bonds up to a maximum of F 150 billion 
(US$429 million). The bonds are issued at par and bear 
interest at 5 per cent per annum. Amortization will 
begin in 1958, and amortized bonds will be redeemed 
at a premium. This premium will fluctuate with the 
annual index of prices of French shares, but will be not 
less than 10 per cent of the nominal value of the bond. 
Interest for the first five years and redemption premiums 
are exempt from direct taxes. 


Source: Le Monde, Paris, France, March 13, 1957. 


French Financial Measures 


On March 14, 1957 the French Government announced 
a number of measures to restrict internal demand and to 
reduce imports. (a) Public expenditure, which amounts 
to some F 4.500 billion a year, will be reduced by F 250 
billion a year. The Government has not yet decided 
which categories of expenditure will be reduced. (b) 
Parliamentary approval will be requested for a new tax 
on increases in dividends over those in a base year. 
which has not yet been defined. (c) Appropriate mone- 
tary measures will be taken to prevent any unwarranted 
Whether the discount rate of the 


Bank of France will be increased has not been decided. 


expansion of credit. 


(d) Existing import quotas will be reduced to the extent 
compatible with future economic expansion. (e) All 
imports of commodities (other than fuel and raw ma- 
terials) which can be imported freely from OEEC coun- 
tries will be subject to a temporary compensatory tax 
of 15 per cent; previously most liberalized products 
were subject to such a tax, but the rate of the tax varied 
from 7 per cent to 15 per cent and it was the policy of 
the Government to reduce gradually the tax rate ap- 


plicable to imports of each commodity. (f) The validity 
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of import licenses has been reduced from 6 months to 
3 months, and importers are now required to deposit 
upon delivery of an import license an amount equal to 
25 per cent of the value of the imports covered by the 
license. 


Source: Le Monde, Paris, France. March 15, 1957. 


Oil Refinery in Norway 

The Norwegian Storting has approved the agreement 
concluded between the Standard Oil Company of New 
Jersey and the Norwegian Government regarding the 
erection of an oil refinery in Norway. The new refinery 
will have an output capacity of 40,000 barrels a day, of 
which about half will be exported to Denmark and 
Sweden. The other half will be consumed in Norway. 
thus saving the country some of the foreign exchange 
now spent on importing refined products. 

The exact site for the refinery has not vet been chosen. 
but it is understood that it will be built somewhere along 
the Oslo Fiord. Its total cost has been estimated at well 
over NKr 200 million (US$28 million). of which some 
10 per cent is to be supplied by the Norwegian capital 
market. The companys board of directors will consist 
entirely of Norwegians. The company will be allowed to 
pay dividends of up to 10 per cent. 

The main products of the new refinery will be gasoline 
fuel for jet engines, liquid gas, motor diesel oil, and fuel 
oils for industry and domestic heating. 

Source: Norges Handels og Sjofartstidende, Oslo, Nor 


wav, March 21. 1957. 


Banking Policy in Finland 

The Bank of Finland has notified the commercial banks 
that it is the responsibility of each bank to determine 
how it wants to cover the cost of the compensation for 
price increases that is due to holders of index-tied 
deposits (see this News Survey, Vol. IX, p. 214). Some 
commercial banks plan to levy a surcharge on their bor- 
rowers in addition to the regular interest charge. The 
amount of the surcharge will be determined by the extent 
to which the facilities of index-tied deposits are used 
The sums thus collected from the borrowers will be 
recorded in a special account and will not influence the 
profits of the banks. 

This decision by the Bank of Finland is important fon 
the determination of the rediscount rate. The Bank of 
Finland rediscounts bills for most banks at the same rate 
as the bank has applied in discounting them, and as long 
as the surcharge is not regarded as interest. the maximum 
rediscount rate will remain unchanged 
Source: Hujfvudstadsbladet. Helsinki. Finland. March 16, 


1957. 
Transferable Lira Accounts 


The Lalian Government has taken a new step tow ird 


freedom in pay me nts by increasing the transfer ibility of 


the lira. The reculations regarding current nonresident 
accounts in lire were revised with effect from Febru- 
ary 20. 1957. Residents of countries with which Italy 
has bilateral agreements. who were previously allowed 
to hold bilateral lira accounts only. are now permitted to 
open multilateral lira accounts. However. the bilateral 
lira accounts of residents of these countries retain their 
existing status. and current earnings of Italian lire that 
are due to bilateral agreement countries cannot be cred- 
ited to multilateral lira accounts as long as the present 
Dilateral agreements exist 

This change will in time enable residents of any coun- 
try outside the dollar area to enjoy the transferability 
la ties formerly confined to residents of EPL coun- 
tries. Argentina. and Brazil. Eventually the Italian ex- 
change system will distinguish between only two types 


f current lira account Accounts representing con- 


vertible exchange i i used irgely tor transactions with 


the dollar area (cont ( bere balances on these a 
ints are convertible and tree transferable to all other 
iccounts 2 Accounts representing inconvertible ex- 
e and used largely for transactions with all other 
ntries (cont re multilaterali): balances n these 
i ints are freely transferable t ill yuntries outside 
the lla irea ane il exchangeable into the le iding 


EPU curret 
Although the new decree does not introduce any radical 


change in the Italian foreign exchange system. it will 


make 


bilateral payments arrangements into the multilateral 


/ 


] ,: . . 
possible a gradual incorporation of the existing 


payments system. 

Sources: Gazzetta U fficiale della Repubblica Italiana, 
Rome. Italy. February 15. 1957; 24 Ore, Milan. 
Ital 


aly. February 16, 1957 


West German Price Movements 


In a survey of the pre blem of price increases in West 


Germany the latest Vonthly Report of the Bank deutscher 


Lander points out that prices have not risen as much as 


s olter supposed ind that. particularly n the longer 
run. there has been 1 » upward trend of prices Since the 
currency reform. there have been alternating peri rds of 
rising and falling prices Measured by the cost of living 
ndex, the price level in January 1957 was only 2 per 
cent higher than eight years Between 1919 and 
the summer of 1950 es decline n the wake of the 


had regained the level of 1918: but between the been 
ning of 1952 and January 1951 the cost of living index 
L950 100) declined again. from 112 to 107. It needed 
the influence of the excessive economi expansion ol the 
ist three years to cause a renewed rise in prices. which 
November 1955 brought the index back to the 1918 


' ' , . 
peak Since that date. prices have risen by inother 2 





2906 


1 


ever. that the calculation of the cost of living index is 


still based on the consumer habits of 1950: on the basis 
if the present structure of consumption (in which manu- 
factured goods, the prices of which have declined rather 
than risen over the past few years. are much more im- 


portant than in 1950). the present level of the cost of 

ing would probably be somewhat below the pe ak levels 
registered at the end of 1948 and at the end of 1951. 
The Bank warns. however. that the present rise in prices 
followed by 
declines. Previous checks to 


not a part of any 


will not automatically be a period of price 
temporary price rises were 
immanent cycle of price movements: 
the change of trend was always touched off by 


sponding measures in the 


corre- 
fields of economic and par- 
ticularly of monetary policy. The current trend of prices 
taken 


of a demand which is exces- 


will also change only if countermeasures are 
against the present danger 
sive in relation to available production possibilities. 


Frank- 


source 


Bank deutscher Lander. Monatsherichte. 


furt am Main. Germany. February 1957. 


Export-Import Bank Loan fo Austria 
The Export-Import Bank of Washir 


$8 million credit to three 


eranted an 
Austrian banks ( Creditanstalt- 
Bankverein. Landerbank. and Credit-Institut) to finan 


yuurchases of cotton in the | nited States The credit will 


I 
be available for one year 


and the loan is repayable 18 
months from the date of drafts. The Austrian National 
Bank has guaranteed the availability of dollars required 
for repayment. Austrian spinners are expected to buy, 
through the borrowing banks, supplies of long-staple. 
high-grade U.S. cotton. 


This is the third Export Import Bank loan granted to 


! 
Austria for the purchase of U.S. cotton \ S86 million 
an granted in 1952 has been re paid in full and another 


S6 million loan granted in 


1955 is being repaid on 


schedule. 
Source: 


The Export Import Bank of Washington. 
Release. Washington. D.A March 5. 1957 


Press 


Soviel Trade Policy and Gold Sales 


Trade between the communist countries associated 
with the U.S.S.R. is expressed in rubles. thou 


ing about prices is often in terms of free market sterling 


Mutual Economic 


apparently provides 


oh barg mn 


or dollar prices, and the Council for 


Assistance (Comecon) machinery 


for some multilateral compensation of bilateral ruble 


credit and debit balances 


However. the neral aim is 


the achievement of bilateral balance between each pai 


of trading countries. The communist bloc as a whole 


earns a substantial surplus in its trade with the rest of 


l 


the world, but there have been frequent exchange difh 


culties in some of the smaller countries. It is believed 


that when their difficulties become critical. the U.S.S.R. 
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assists them by purchasing voods of which these coun- 
tries are in urgent need or by underwriting the necessary 
credits. 

The large Russian gold sales of 1953. totaling some 
$150 million, have been explained as undertaken after 
the East Berlin riots to purchase dairy produce, meat. 
and other foodstuffs in the West that were needed in 
East Germany and other European satellite countries 
Russian sales of gold in 1954 were small, and in 1955 
are estimated to have totaled $70 million. Sales in 1956 
are estimated at about $150 million. There were ab 
normally heavy purchases of raw and semiprocessed ma 
terials from the sterling area, and heavy gold sales in 
attributed to the 
financing of food and raw material imports into Hungary. 


banks difficulty in 


further commercial credits in Western Europe. 


the last two months of the year are 


Hungarian have had 


negotiating 
but Hun- 
garian trade debts have continually been met within a 
More than half the Russian 


sales of gold in 1956 were made in Europe. 


few days of the due date. 
principally 
in Switzerland. though most of the gold eventually found 


its wav to London. 
The Banker. February 1957. The Times. Febru 
27. 1957. and The Economist. March 16, 


1957, London, England. 


Sources: 


Poland’s Foreign Trade in 1956 


Revised figures show that Poland’s exports in 1956 


amounted to $964.6 million. or $42 million more than 
1955. and imports to $912.1 million, or $15 million 
than in 1955 (see also this News Survey. Vol. IX. 
p. 198). 


Imports of investment goods decreased from 
$287 million in 1955 to $230 million in 1956, imports 
of consumer goods increased from $161 million to $186 
million. and imports of raw materials increased from 
$179 million to $196 million. In spite of the trade surplus 
of $52.5 million. there were serious payments difficulties 
because of debt repayment. particularly to western coun- 
tries. OF total exports. 58.7 per cent went to Soviet blo« 
countries. and these countries supplied 62.2 per cent of 
total imports. Poland had a surplus of $54 million in 
trade with western countries and a deficit of $12 million 
in trade with Soviet bloc countries. 

The payments situation is expected to deteriorate in 
1957. primarily as a result of an increase in wages, which 
will necessitate larger 


imports, and of a decrease in 


exports on account of lower shipments of coal. 


Warsaw. Poland. February 18. 


Source: Trybuna Ludu 


1957. 
Middle East 
Israel's Money Supply 


The report which the Governor of the Bank of Israel 


is required to make to the Government and the Parlia- 
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mentary Finance Committee whenever Israel’s money 


supply increases by 15 per cent or more within 12 months 
was submitted in November in respect of the 17.3. pet 
cent increase during the year September 1955-August 
1956. The rate of increase was the slowest since the est ib 


lishment of Israel. except for 1952. but the absolute 


increase was the highest ever recorded 


ill of it took place during the se 


ynd practically 
ond half of the year 
The upward trend continued in later months, and the 
cent between the 


end of August and the end of December 1956 


money supply rose by a further 8.9 pet 


The Governor reported that the increase was due 


largely to an accelerated rate of conversion of foreign 
currency received by individuals as restitution payments 
and by institutions transferring foreign exchange from 


abroad. Another factor was the increase in bank loans 


and credits granted by commercial banks and the Bank 
of Israel to both the Government and the public. In the 
view of the Governor, pleas for a more liberal credit polis 
on the part ol the Bank of Israel are justifiable only if 
the liberalization of credit follows. inste id of preceding 
increased pr duction. 

The cost of living index rose during the period covered 
by the Governor’s report by only 7 per cent. The increase 
in production, provisionally estimated at 16 per cent 
took place mainly in agriculture. and was more a result 
of favorable weather conditions than of increased means 
increased money 


of payment. The inflationary effects of 


increased supplies of both 


i 


supply were mitigated by 
domestic and imported goods. The increase in savings 
was also considerable. and there was probably a decline 
in the use of money substitutes such as bills and post 
dated checks 

The Governor recommended drastic measures to reduce 
the Government's nonessential expenditure. and insisted 
that both qu ilitative and quantitative credit control must 


be maintained for some time. 
Bank Leumi le Israel B.M.. Revieu of FE 
Conditions in Israel, Tel Aviv. Israel. Decem 


ber 19560. 


Source: onome 


Termination of the Anglo-Jordanian Treaty of 1948 
The Anglo-Jordanian Treaty Alliance of 1948. unde 


which Jordan received military and economic aid from 
the United Kingdom. was terminated effective March 1] 
1957 ‘see this Vews Survey. Vol. IN Pp 1O}) With the 
exception of aircraft and tanks. all the military installa 
tions and equipment of the British forees stationed in 
Jordan will be transferred to the Jordanian Government 
igainst a payment of £4.250.000. The first installment 
f £1.250.000, against which will be 
£598.000 due to the Jordanian Government for the period 
prior to the termination of the Treaty. will fall due on 
May 1, 1957. The balance will be paid in six annual 


installments of £500,000 each. beginning May 1. 1958 


redited the sum of 


surce Le 
March 16, 1957 


Export of Iraqi Oil 


On March 12 and 11. 1957. Iraq 


it Banias (Svria) and Tripoli (Lebano via velines 
1 first t es the early irt { \ vempe! 1950. 
The rt f the flow of Iraq | to the Mediter 
ranean has bee i inied by a crease in p es 
whict f “ in 9 per cent above those pr i 
bef Nove er 1956. This rease reflects the 
eneral strenethe of cle es which has taker 
i the Wester Hemispl f ( ide prices i the 
| t States ha st by a im f 25 cents a 
irre ind nang nm the istert Mediterranean 
rice 1s ¢ sie | varal this ease 


Far East 


Sugar Factory for Ceylon 


\ sugar plantation and refinine project. estimated to 


st Rs 27 mi I s be ng set up by the ( evlon Cover 
nent. The cultivation of sugar cane is being increased. 
i s expected it ltimate 10.000 acres will be 
cult ited Production is to begit 1959. whe LOOO 
i sw I grown, and ti naximum capacity will 
rea hed tw ears tater T} fact W y luce 
SOOO) tf S t white sugar. a little ess thar ie f th 
1 Ui iryv s irrent equirements, whict i now 

rorted 
S ( Veu ( Ce Ia : >4 

195 


The st of Phnom-P ch had eased 
i) ! ent ! ddl lass | s and |} 13 per 
ent lor w k iss families dut L955. « tinued 
t se during the first nine nths 195060. The general 
: i | 1 ndex f{ Lille iss families rose in 
her oO pe ent I istull - is by 9 pet 
cent while that f{ \ k iss tamiulies eased by 
( ent. In the lex of the workit lass family 
f le {} pl eS eased ly ] ( t t The 1 east 
! iddy prices appears to ha e¢ 1 major detert 
int of these increases 


Source Banque Nationale du ( iumbodae Bulletiy Ven- 


suel, Phnom-Penh. Cambodia. October 19560. 
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French Trade with Viet-Nam in Rice and Textiles 


According to French reports, the proceeds from ex- 
ports of Viet-Namese rice to the French Union in 1957 
will be used to buy some F 2.5 billion worth of textiles 
for Viet-Nam. French textile exports to Viet-Nam_ in 
1956. to the value of F 10.5 million. were limited by the 


dearth of frane exchange in Viet-Nam. 

Viet-Nam’s over-all rice export surplus for 1957 is 
estimated at 300,000 tons. while the import needs of the 
French Overseas Territories are about 190.000 tons. It is 
not expected that all the rice requirements of French 
Overseas Territories will be imported from Viet-Nam, 
because of previous commitments with other exporting 
countries—especially Thailand, from whom 30.000 tons 
but Viet-Nam is likely to be 


\ first installment of 50.000 


have already been ordered 
the most important supplier. 
tons for the first quarter of 1957 has already been con- 
tracted for (see this Vews Survey, Vol. IX. p. 263). and 
the first shipment. amounting to 7.000 tons, has left 
Viet-Nam for French West Africa. 

Source: The Times of 


March 2. 1957. 


Viet-Nam, Saigon. 


Viet-Nam. 


United States and Canada 


"Buy American” Decision on Turbine Imports 


The U.S. Government has rejected an appeal by manu- 
facturers of heavy electrical equipment to ban federal 
turbines. The 
appeal. made by the National Electric Manufacturers 
Association (NEMA). 


the bulk of their production was sold to the Government 


purchases of foreign-made hydrauli 


was based on the argument that 


for federal power and conservation projects. and that, 
f imports were encouraged. the United States would lose 
the defense production potential of the hydroturbine in- 
dustry. “Buy American” decisions will continue to be 


made on a case-by-case basis. 


Despite the rejection of the NEMA proposal, however. 
the Office of Defense Mobilization (ODM) has rejected 
a low foreign bid submitted by the American Elin Cor- 
poration. an Austrian firm, to furnish $300,000 worth 
The contract will be awarded instead to the 
James Leffel Company of Springfield, Ohio. In making 
the decision. it was stated by ODM that the Ohio firm had 


equipment and a technical work force that should be 


of turbines. 


maintained intact against a defense emergency. 


Source: The Journal of Commerce. New York. N.Y.. 
March 15. 1957. 


U.S. Business Conditions 


The Federal Reserve index of industrial production in 
February was the same as the January rate. 146 per cent 


f the 1947-49 average Activity in most durable and 


nondurable goods industries changed little. while the pro- 
duction of minerals increased slightly. 

Private housing starts fell from 1,000,000 units in 
January to a seasonally adjusted annual rate of 915,000 
units in February. Outlays for new construction fell 
slightly. to a seasonally adjusted annual rate of $44.5 
billion. 

The level of nonfarm employment in February was 
about the same as in the preceding two months. Employ- 
ment in manufacturing declined slightly. while unemploy- 


ment was 3.1 million. or about the same as in January. 


Total retail sales continued at the record level reached 
in December, although the dollar value of department 
store sales declined slightly. Trade and manufacturing 
inventories again increased slightly. as they had done in 
January. 

The wholesale commodity price index changed little 
from February to mid-March. Both farm and industrial 
commodity prices were stable, declines in some items 
being offset by increases in others. 

Total loans and investments at city banks declined 
somewhat further between February and early March. 
Bank loans and holdings of corporate and municipal 
securities increased. but investment in U.S. Government 
Member bank borrow- 


ings from the Federal Reserve Banks averaged about 


securities continued to decline. 


$710 million from mid-February to mid-March. Excess 
reserves averaged $470 million in the same period. 

Sources: Board of Governors of the Federal Reserve 
System. Vational Summary of Business Condi- 
tions, March 15, 1957, and Department of Com- 
merce. Industry Survey. March 1957. Washing- 


ton. D.C. 


U.S. Business Investment Plans in 1957 


Planned investment by U.S. business is expected to 
reach USS$37.4 billion in 1957, 


realized investment of $35.1 billion in 1956. 


compared with. total 
An increase 
of this amount would represent a rise of 6.5 per cent, 
compared with an increase of 22 per cent in 1956 over 
1955. Plant and equipment expenditures are expected to 
be at about the same seasonally adjusted rate in the first 
and second halves of 1957. The annual rate of planned 
(seasonally adjusted) is now estimated at 
$306.9 billion for the first quarter of 1957 and $38 billion 


for the second quarter. The outlay in the final quarter 


investment 


of 1956 was $30.5 billion. 

Most major industries expect to increase their capital 
outlays in 1957. Manufacturing companies and publi 
utilities each expect an increase of more than $1 billion. 
which would represent increases of 10 per cent and 21 
per cent. respectively. over spending by these industries 
in 1956. Investment by the railroads is expected to be 


19 per cent more than last year. and by other transpor- 
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tation companies 7 per cent more. Commercial and min- 
ing companies, however, have planned small decreases 
in their capital outlays (1.6 per cent and 6.1 per cent, 
respectively ) for 1957. 

Sources: Securities and Exchange Commission, Business 
Capital Expenditures and Sales Expectations in 
1957, Washington, D.C.. March 14, 1957; The 
Journal York, Nits 


of Commerc: New 
March 14, 1957. 


U.S. Corporate Securities 


Corporate securities offered for cash in the United 
States reached a record of $11.0 billion in 1956, com- 
pared with the previous peak of $10.2 billion in 1955. 
Stock offerings rose slightly from $2.8 billion in 1955 
to $2.9 billion in 1956, while offerings of bonds and 


About 


35 per cent of corporate securities ($3.9 billion) were 
I | 


notes increased from $7.4 billion to $8.0 billion. 


placed privately and the remainder ($7.1 billion) were 
offered publicly. Of the net proceeds from the sale of 
corporate securities in 1956, $6.8 billion was used to 
purchase new plant and equipment, compared with $5.3 
billion in 1955. The amount added to working capital 
rose from $2.6 billion in 1955 to $2.9 billion in 1956. 
In 1956, $400 million was used to retire earlier security 
issues, compared with $1.2 billion the year before. 

The increase in the offerings of corporate securities in 
1956 was a consequence of increases in outlays on plant 
and equipment. New money obtained through the sale 
of securities was used to finance an estimated 25 per cent 
of the total investment in new plant and equipment, the 
remainder being provided through retained earnings and 
depreciation accruals. Electricity, gas and water, and 
communications companies obtained about half of their 
funds for capital expenditures from the securities market, 
while manufacturing companies raised only 15 per cent 
of their capital needs there. The large decrease in the 
use of funds to retire outstanding securities is probably 
attributable to the high interest rates prevailing during 
1956. 

Source: Securities and Exchange Commission, Corporate 
Securities Offered for Cash in 1956, Washing- 
ton, D. C., February 28, 1957. 


Canadian Exchange Rate 


The Canadian exchange rate in New York. which rose 
in terms of U.S. currency from US$1.001 in January 
1956 to US$1.041 in December, continued to appreciate 
in the first quarter of 1957. During most of March 1957 
the rate has US$1.0415 and 
US$1.04%4. These are the highest rates on record, except 
for a few days during November 1933 when the rate 
US$1.05. 


present high rate reflects the transfer of proceeds from 


fluctuated between 


exceeded According to trade sources, the 


299 


recent Canadian security flotations in the U.S. market 
together with the normal inflow of U.S. investment funds 
into Canada. 

Sources: The Journal of Commerce, New York, N.Y., 


March 12 and 27, 1957. 


Canadian Budget 


Canadian federal revenues will reach a record figure 
of Can$5.15 billion in the fiscal year ending March 31, 
1957, an increase of 16 per cent over the preceding year. 
The high level of revenues is due to considerably better 
than normal crops and a strong business boom, the most 
striking feature of which was an extraordinarily high 
rate of capital investment. In the calendar year 1956, 
gross national product rose by more than 11 per cent, to 
a total of $29.9 billion. 


cent, the increase in real terms was about 7 per cent, 


As prices rose by about 4 per 


almost double the average annual increase normally 
expected. 

Federal Government expenditures (excluding old-age 
pensions) amount to $4.87 billion for the fiscal year 
ending March 31, 1957 and are the highest since the war. 
The surplus of government revenue over expenditure will 
reach $282 million, after allowing for special noncash 
transfers by the Government (which were not required 
by law) of $50 million to the civil service superannuation 
fund and of $50 million to the reserve account for pos- 
sible loss on government assets. The figure of $282 mil- 
lion is more than twice that forecast last spring, and 
follows a deficit of $33.1 


1955-56. 


million in the fiscal year 


1957, federal 


revenues are expected to rise slightly to $5.17 billion and 


For the fiscal year starting April 1, 


expenditures will be increased to above $5 billion, result- 
ing in a decline in the budget surplus to $152 million. 
These estimates assume a further growth of 4 per cent 
in the gross national product to $31.2 billion. No changes 
have been proposed in basic personal and corporation 
income tax rates, but various deductions from taxable 
income are to be increased and excise taxes are to be 
repealed on soft drinks, confectionery, motor cycles, 
glassware and china, Canadian raw-leaf tobacco, and 
building materials. These tax reductions will cost $128 
million in a full year, but only $55 million in fiscal 
1957-58. Expenditures in fiscal 1957-58 will be increased 
by higher payments for children’s allowances and 
pensions, 
Sources: The Globe and Mail, Toronto, Canada, 
March 14 and 15, 1957. 


Canadian Wheat Credit for Poland 


An agreement has been reached according to which 
Canada will ship to Poland 150,000 tons of wheat during 
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the 1956-57 crop year and 150.000 tons during 1957-58. 
with a total value of about Can$20 million. Ten per cent 
of the gross value of each cargo will be paid by Poland 
at the time of shipment. with the balance pavable over a 
three-vear period. The Export Credits Insurance Cor- 
poration will provide insurance cover on the repayment 
f the credits 

The Polish Government had asked for an extension of 
time for the repayment of balances outstanding. which 
amount to Can$11-12 million. on wheat purchased in 
1956. The extension was cranted after Poland had dem 
mstrated that it intended to be a continuing customer for 
Canadian wheat. 


Source: The Globe and 


March 19. 1957 


Vail, Toronto. Canada. 


Latin America 


Annual Report of Bank of Mexico 


The Annual Report of the Bank of Mex 


he Mexican authorities continued to follow firm fiscal 


s that 


and monetary policies in 1956. which we directed 
toward the stabilization of the Mexican peso, the main- 
tenance of stable price levels. and a better distribution 
of the national income 

There was no general increase in tax rates. but the 
Federal Government's receipts of revenue were 13.14 per 
ent higher than in 1955. mainly owing to an increase in 
economic activity and better methods of tax collection. 


and despite a rise in public expenditure in LO56. the 


Government ran a cash surplus of about Mex8300 million. 
ost of which was devoted to reducing the public debt 
Private credit grew at a higher rate (17 per cent) than 


but mainly because of the effective 


he previous vear. 
f the government sector. the increase in the 
money supply was not excessive and prices remaine d rela 
From January to December 1956, the index 

of wholesale prices rose by only 1.7 per cent 
Phe financial policies followed by the Mexican author- 
ties in 1956 made possible an increase in the gold and 
of the Bank of Mexico of 
these reserves totaled USS 169.1 million 


on December , | 1956 


foreign exchange reserves 


LSS60.5 million: 


Imports, particularly of capital 


ds and raw materials. rose to record levels but exports 
vods and services, including receipts trom tourists 

ros. rose by 10.4 per cent, from USS1.302.5 mil 
1955 to USS$1.435.5 million in 1956, and capital 
were also larger than in 1955 


In spite of the 


reserves and the strict financial policies followed 


accumulation of fore 
Government during 1956, private investment 
terms recorded a further increase. rising by 14 per cent 
wer the 1955 figure. Government investment showed an 


increase of 10.6 per cent in 1956. The gross national 


product in real terms increased at a higher rate than the 
average recorded during the past ten years. The real 
product of industrial and commercial activities increased 
by 9.7 per cent: agricultural output remained stable. 
despite adverse climatic conditions. 


Na ional de 


Comercio Exterior de 


Sources: Banco ( omercio Exterior. Sf. 
Veéxico, and National 
Financiera, S.A.. El Mercado de Valores, Mex- 


ico. D. F.. March 1957. 


Other Countries 
Australian Loan 


On March 13. 1957 the Australian Government offered 
for subscription in New York a loan of US$20 million 
to be issued at par. The loan bears interest at 5 per cent 
per annum and matures in 1972. 

The Federal Treasurer said the loan would be used 


finance the 314 per cent commonwealth loan 


in New York on June 1. 1957. The remainder. 
will be allocated between the loan pro- 


of the Commonwealth of Australia and the States 


© re 


> current vear. 
Source: The Financial Times. 
March 14. 1957. 


I ondon. England. 


South African Wool Sales 


During July-December 1956 the Union of South Africa 
sold 162.8 million pounds of wool at an average price of 
96.39 pence per po ind. The total proceeds of £38.3 mil 
ion compare 1 total of £27.9 million in the corre- 
sponding six months of the previous season. The increase 
was primarily the result of a 31.5 per cent rise in the 
average price per pound; the total volume of the sales 
in the first six months of the present season was 4.1 per 
cent larger than in July-December 1955. 
source The Standard Bank of South 

The Standard Bank Review, 


March 1957. 


Africa Limited. 
London. England. 
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